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The President's Scratch- Pad 


This week AMA’s Office Management 
Conference will be held in New York on | 
October 24, 25 and 26. Plans for other 
conferences soon to follow the Office 
Management sessions are well under way 
—the Production Conference in Cleveland | 
on November 12 and 13 and the Insur- | 
ance Division’s sessions on December 5 
and 6 in Chicago's Palmer House. In | 
the strenuous months ahead the Associa- | 
tion's conferences will afford companies 
an unparalleled chance to check their man- | 
agement thinking in many important di- | 
rections. 

Naturally, AMA meetings this year will | 
place a heavy accent on defense prepared- 
ness. We know that our members want 
this. Office executives, for example, are 
concerned over conscription and other spe- 
cific problems arising out of the defense 
program. Similarly, production managers 
are faced with a host of problems. The 
Cleveland meeting will provide produc- 
tion men with their first real opportunity 
to find out how factories throughout the 
country are meeting emergency situations. 
Insurance buyers now have the extremely 
important responsibility of protecting their 
companies against preparedness risks, such 
as sabotage and riot. Some insurance man- 
agers have reported to the Association 
that they are already investigating insur- 
ance problems of wartime and in one or 
two cases have even purchased bombard- 
ment and related coverages. 





No doubt this will be the most import- 
ant year in AMA's history. Industrial 
management knowledge is the sine gua 
non of the whole defense program, and 
in the United States the AMA is the key 
agency for the transmission of such knowI- 
edge. Demands on the Association's fa- 
cilities mount each week, and this trend 
probably will continue. In the AMA 
offices defense production is calling for a 
speed-up of operations as in every other 
organization. 





The Speed-Up and Good Management: 
Here's an example of how one well- 
managed company capitalized on its in- 
vestment in management modernization. | 
Upon the launching of the defense pro- 
gram, it was called upon to open a de- 
partment that had been shut down for 





several years. The department produced 
high-precision equipment that required 
workers with very specialized skill. Where 
were such men to be found? Fortunately 
the company had an excellent job evalua- 
tion and merit-rating program. With the 
employee record cards used in this pro- 
gram, it was possible to find men within 
the organization who had the required 
skill or had done work approximating 
that of the strategic department. Within 
a short time operations in the department 
were in full swing. 


Consider the poorly managed concern in 
such a predicament. What would it have 
done? The search for employees to man 
the department would have been frantic. 
In all probability some of them would 
have been pirated from other concerns 
with promises of higher wages. This, of 
course, would have thrown the wage scale 
in the company and in the particular in- 
dustry far out of line. Tools and equip- 
ment would have been mangled by inade- 
quately trained workers, and scrap losses 
would have been terrific. After great 
moil and toil the department would have 
been placed in operation in a limping and 
lame sort of way. Our defense produc- 
tion will be slow indeed if there is much 
of that kind of thing. 


Production's the Thing: More and more 
competent observers are coming around 
to the belief that the only fundamental 
basis on which defense contracts can be 
awarded is a company’s ability to produce 
a needed material. Well-qualified people 
both within and outside of industry be- 
lieve before many months have passed this 
armament race is going to be a nip-and- 
tuck affair. They believe that during an 
ever-worsening crisis no mere legal tech- 
nicality is going to prevent the country 
from getting war material that it vitally 
needs. The labor problem will enter the 
picture only when labor conditions in a 
particular concern are in such state as to 
threaten to interrupt delivery of the prod- 
uct. Efficient production is the thing, and 
cfhcient production is simply the fruit of 
good management. 
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Rapid Industrial Expansion 
Continues: Employment Gaining 
and Heavy Construction Up 
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Business continues its upward course 
The level of production now compares 
with the all-time peak ; buyers ate pro 
ceeding with increased confidence and ig 
a number of lines are covering require. 
ments through early 1941. In the reports 
of various agencies, covered on the inside 
pages of this bulletin, the signs of pro- 
gressive industrial expansion are unmis- 
takable. 

In August the operating revenues of 
Class 1 railroads were higher than those 
of any previous August in the past nine 
years. The automobile industry is sill 
increasing its output, and production has © 
reached 100,000 cars a week. This level 
of car output is generally regarded as 
representing practically full capacity, but 
there is evidence that it will shortly be 
surpassed and new standards of capacity 
established. 
Unemployment Dropping 

Unemployment is decidedly on the 
wane. Total employment in the U. S. in 
August was 47,518,000 people—the larg- 
est figure since September, 1937. The 
greatest gains over the previous months 
were: 337,000 in manufacturing; 191,000 
in construction ; 94,000 in agriculture; and 
54,000 in transportation, While total un- 
employment still stood at the substantial 
figure of more than 7,500,000 in August, 
the whittling down that is taking place 
is extremely important. The promise of 
continued improvement in employment ts 
believed to be very bright in view of the 
defense work yet to get under way and 
the opening in 1941 of the factories now 
being built. 

The reason for the most recent jump 
in total business activity has been the ut- 
usually large amount of heavy construc 
tion contracts that have been awarded. 
The Engineering News-Record total for 
the week ended October 17 rose to $238; 
793,000, eclipsing by 31 per cent the all 
time high week of March 20, 1930. While 
heavy construction is not expected to 
maintain this pace indefinitely, it 1s prob- 
able that it will continue at a high level 
for several months at least. 
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Business Week 





The seasonally adjusted index of industrial 
activity declined moderately during the week of 
Oct. 5, thus interrupting an advance that had 
been in progress for eight. consecutive weeks 
and which had carried the index to the highest 
level since 1937 (Oct. 19). 


The rise in the Business Index during Sep- 
tember was substantial, and there is multiplying 
evidence that plenty of further improvement is 
in store for the future; the favorable signs can 
be seen in such statistics as record steel produc- 
tion, rising commercial loans, and swelling na- 
tional income (Oct. 5-19). 





The index of total loans for reporting mem- 
ber banks for the latest week on record reached 
a new high for the year to date; with 1929 
equal to 100, the index stands now at 52.1, 
4.7% over a year ago; the low for the index 
for the present year was 49.9 (Oct. 19). 


Commercial loans are rising, the latest figure 
of 73% billion dollars representing a gain of 
more than half a billion dollars over this date 
in 1939. Makings of a boom psychology are 
piling up, and as productive capacity becomes 
taxed the effect will be to touch off the infla- 
tionary factors that have long existed (Oct. 5). 





a 


The Business Week Index has climbed to 13 
—another post-1929 top. The advance was 
primarily to a record-breaking spurt in hea 
construction contracts awarded; inventory bui 
ing is still going on; a policy of over-cauti 
has become a greater hazard than under-cautic 
boldness is in order (Oct. 19). 








It is all right to look far ahead to the de 
tion that will ensue when the defense progr 
peters out, but it is unwise to act now on> 
flation principles; we are in an inflationary 
an expansionary—period of business (Oct. 1! 





The continuing strength in marginal bonds 
and preferred stocks follows the normal course 
in a market revival and tends to offset unfavor- 
able conclusions which might be drawn from 
the dip in common stock and the fact that the 
decline has cancelled more than half of the ad- 
vance since Mid-September (Oct. 17). 


Although the stock market is experiencing a 
sort of tug-of-war between accelerating domestic 
expansion and disiurbing foreign events, the 
dynamic possibilities at home should eventually 
bring considerably higher stock prices; in the 
bond market, numerous high-grade long-term 
bonds have attained all-time highs (Oct. 11-19). 


If Wall Street were any deader it would 1 
up and bury itself in Trinity Churchyard; | 
faced with decimated volume, stock ¢xchan; 
have stopped just sitting back and waiting 
business; they are seeking not only their norr 
share, but also morsels from their competitc 
plates (Oct. 19). 
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Production 


Actual steel output has risen for the third 
consecutive week to set a new 1940 high; out- 
put was scheduled for 94.4% of capacity this 
week as compared to 94.2% last week and the 


1939 high of 94.4% (Oct. 19). 


The weekly steel operating rate has surged up 
to the 94.4% peak attained on the war boomlet 
of a year ago; this is an all-time record in terms 
of tonnage; 20% of the output is going into ex- 
port, mostly to England (Oct. 19). 


For the latest week on record steel ingot 
erations stand at 94.4% of capacity; auto p 
duction was 108,457 units as compared w 
105,153 the previous week and 75,860 a y 
ago; electric power output for the latest w 
was 2,665 (million kilowatt hours), 2,641 
preceding week, and 2,495 a year ago (Oct.1' 





Distribution 


Depariment store sales in the U.S. during 
the weck ended Oct. 5 were 1% larger than a 
year ago as compared with no change in the 
preceding week. It is possible that department 
store sales during the remainder of the year will 
closely approach the volumes in the boom period 
prior to 1929-1933 (Oct. 5-19). 


Department store sales for the first nine 
months of 1940 showed a 5% gain over the 
same period of 1939, and mail-order sales rose 
12.2%; these gains signify a healthy movement 
of consumers’ goods through the channels of 
distribution (Oct. 5). 


Growing employment and prospects of 
further expansion will increase consumer 
come with the result that retail sales might w 
take another jump; while no straight-line 
vance in department store sales is likely fr 
now on, gradually larger volume is proba 
(Oct. 19). 





Construction 


F. W. Dodge Corp. reports that  res:dential 
building contracts, as measured in square feet 
of new floor space, rose in Sept. to the highest 
monthly figure since April 1929 (Oct. 19). 


Perhaps the most emphatic indication of the 
forward strides being made by the defense pro- 
gram is furnished by the latest week's sta- 
tistics on heavy engineering construction con- 
tracts: the private awards (on a daily rate) were 
twice as great as in the same week of 1939; the 
public awards, over 214 times as great (Oct. 19). 





Agriculture 


Despite the smaller volume of farm products 
marketed in August this year as compared with 
August, 1939, the higher level of prices re- 
ceived by the farmers more than offset this de- 
crease and actual receipts showed an increase 
over the 1939 figure (Oct. 12). 


Though the Government loan plan has been 
important in raising wheat prices from the low 
levels reached in the summer, the good spring 
wheat crop has lifted the total production above 
average; the cotton crop is above last year’s and 
looks quite large in relation to current world 
consumption (Oct. 19). 





Commodity 
Prices 


In the week ended Oct. 5, the price index of 
products, which reflects the national in- 
come, declined to 62.4 from 62.6 last week; the 
price index of manufactured goods, however, re- 
mained unchanged at last week's figure of 86.3. 
Consequently the purchasing power index de- 
clined to the year’s low of 72.3 (Oct. 19). 


farm 


Commodity prices, after months of erratic 
fluctuations, moved up on a fairly broad front in 
September; the long-term trend continues to 


point upward (Oct. 5-19). 


The index of heavy construction contré 
awarded shows volume 31% ahead of the all ti 
high of March, 1930; in 1940 to date, he 
engineering contracts have exceeded last y 
by 19%—and, as a building year, 1939 was 
slouch (Oct.19). 








Moody's Spot Commodity Price Index sta 
at 163.3 for the latest week on record as < 
pared with 160.9 a week ago and 156.4 a mo 
ago; prices of most important commodities 
up over the previous week and month (Oct. 1 





Labor and 
Wages 


The index of factory payrolls, based on 1923- 
1925 as 100, rose sharply in August to 103.7 
from the July level of 96.5, more than offsetting 
the recession evident last month and rising to 
the highest level since Oct., 1937, when the 
index was 104.9 (Oct. 12). 


The index of factory employment (Labor 
Bureau) averaged 103.5 for August, compared 
with 99.5 in July and 96.3 in August, 1939 
(1923-5=100) ; factory payrolls in August were 
7.5% higher than in July and 15.6% above 
August, 1939 (Oct. 5). 


The widespread activity in industrial 
struction means another spurt in employm 
for once the factories are built, business r 
must take on additional workers to operate the 
employment rosters will fill out about the | 
of next year when the earlier construction 
completed (Oct. 19). 





Foreign Trade 
and 


Conditions 





The spreading of the war to the Balkans and 
the possibility that it may spread to the Near 
East and to Asia further increases the tension 
that prevails over the whole world, including 
the U.S. Economically, however, the greater in- 
fluence of Germany in the Balkans is of minor 
consequence to this country (Oct. 19). 











Exports to Britain have accelerated rapidly, 
and British needs are so vast that, under continued 
war, the movement of goods to them will grow 
on a great scale; value of goods exported to the 
United Kingdom and Canada rose from $111,- 
700,000 in May to $196,000,000 in August 
(Oct. 5). 





If the U.S. should take the drastic step of 
posing a complete embargo on all trade v 
Japan, it means giving up our third lar; 
foreign market—more that $7.50 out of $ 
worth of our exports—our biggest market 
cotton and one of our best outlets for machit 


(Oct. 19}. 
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Business continues its upward course; the 
level of production now compares with the all- 
time peak of December 1939; buyers are pro- 
ceeding with increased confidence and in a num- 
ber of lines are covering requirements through 
early 1941; retailing remains brisk, with volume 
better than 5% above a year ago (Nov.) 


Progressive expansion is beginning to char- 
acterize American business; nearly all the com- 
posite indexes of industrial production and of 
general business activity are now pushing into 
new higher ground for the current movement. 
The marked improvement in employment is most 
welcome (Oct. 15). 


Broadening of activity in the commodity mar- 
kets, with buyers covering well into 1941, has 
been the principal development in the past 
month. It indicates that hopeful views of the 
outlook are strengthening, and raises the ques- 
tion whether the war and the defense program 
will start a price inflation (Oct.) 





id to the defla- 
efense program 
ct now on de- 
1 inflationary— 
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Bank clearings (23 cities) totaled $21,083,- 
289,000 in September, 0.2% above the August 
figure and 8.5% below September, 1939; the 
adjusted Insolvency Index (Failures) stood at 
64.6 for September, against 71.3 for August 
and 70.2 for last September (Nov.) 


U. S. Treasury figures show that in the first 
10 months of war, Great Britain and Canada 
drew upon their dollar bank balances here to the 
extent of $197,000,000 and $96,000,000 re- 
spectively, reducing estimated holdings to $398,- 
000,000 for Great Britain and to $259,000,000 
for Canada (Oct.) 





© it would roll 
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Stock transactions gained in volume in Sep- 
tember and early October in comparison with 
previous months; stock prices, particularly of 
industrials, advanced somewhat in September, 
but a reaction occurred in the first part of Oc- 
tober. (Nov.) 





steel ingot op- 
city; auto pro- 
compared with 
75,860 a year 
the latest week 
irs), 2,641 the 
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Durable goods lines lead industry to still 
higher production levels; while steel, aircraft, 
machinery, automobile, and construction indus- 
tries reported further increases in operations 
during Sepiember, non-durable goods were little 
changed on the whole (Nov.) 


The physical volume of industrial production 
is rising again after having receded slightly in 
July; the uptrend has been under way since 
April when the index was at 85; it now stands 
at 97 which is the figure for August, the latest 
month available; it advanced still further in 
September, probably to 98 (Oct. 15). 


The buying movement now under way gives 
producers of raw materials and semi-manufac- 
tured goods the largest unfilled orders in some 
time. With the heavy backlogs in durable goods 
industries, etc., it virtually guarantees a high 
level of production for the remainder of the year 
or longer (Oct.) 
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Retail trade increased somewhat less than the 
usual seasonal amount during September, and 
the FRB adjusted index of department store 
sales dropped 2 points from the August level 
to 97, although volume remained well ahead of 
a year ago; buying in early October continued 
steady and fairly broad in character (Nov.) 


Our national income amounted in 1940 to 
about $2,228 per family, but the spending by 
government has mounted so that it takes $468 
of that share; before the depression the part of 
national income per family spent by the govern- 
ment was 8.7%; this year it has been about 
21% (Oct. 15). 


Early buying of fall apparel made August the 
best month retailers have had since 1930; Sep- 
tember has brought little letdown, with depart- 
ment store sales running 10% over last year. 
The’ wholesale merchandise markets generally 
have had a good month, due to reorders after 
conservative early purchases (Oct.) 
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Reports from the building industry are ex- 
ceptionally favorable; residential construction 
continues active beyond the usual season; in 
September, total building permits recorded a 
rise of 2% over August, in contrast to a normally 
expected drop of about 10% (Nov.) 








‘e Index stands 
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ynth (Oct. 19). 


Commodity prices continued to drift upward 
during September and the first half of October; 
by October 15 the Daily Wholesale Price Index 
of 30 basic commodities had reached 120.10, the 
highest level since May 13, compared with a 
low point of 112.42 on August 19 (Nov.) 





More construction work is under way than 
at any time since the middle of 1930, according 
to the contract awards compiled by the Dodge 
Corporation, which in August were 28% above a 
year ago, and in the first half of September 21% 
higher (Oct.) 





Almost the first effect of an inflationary price 
rise in industrial materials would be to further 
disrupt relations between industrial prices and 
farm prices. Already pegged above natural levels 
by government loans, there is much slack to take 
up in farm prices before a sound base for higher 
prices could be set (Oct.) 





The price index of 28 staple commodities 
compiled by the Dept. of Labor at the end of 
the month was only 4.4% above the low point 
in early August. This is hardly to be described 
as an inflationary move; but, the question 
whether it marks a general upward trend con- 
cerns everyone (Oct.) 
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Factory employment continued to gain, reach- 
ing in August the highest level for that month 
since 1929, with the exception of August 1937; 
Department of Labor reports showed the largest 
increases in “defense” industries with new highs 
registered in shipbuilding, engines, aircraft, alu- 
minum, machine tools, and explosives. (Nov.) 


Total unemployment declined to 7,657,000 in 
August from 8,279,000 in July; this decline 
brought the total of idle workers to the lowest 
level since November, 1937. Still the emergency 
work force represented by the WPA and the 
CCC includes more than two million people 
(Oct. 15). 
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The result of the battle of Britain is a prac- 
tical element in business and market calculations, 
inasmuch as the British Empire is now taking 
two-thirds of our exports, largely war materials. 
Total U.S. exports in August were $350,000,- 
000, almost back to last winter’s peak, and the 
trend is upward (Oct.) 
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Widely Attended Sessions Indicated 


For Insurance Conference, Dec. 5-6 


War Risk Covers, Conscription, Directors’ Liability on Agenda 


Insurance buyers from large numbers of companies will attend the Winter Con- 
ference of AMA’s Insurance Division which is being held on December 5 and 6 at 
Chicago’s Palmer House. Advance registrations indicate wide interest in the sessions 
which will provide many company managements with their first opportunity since the 
defense program began to discuss their insurance coverages with other companies. 


War risk covers will be one of the 
principal subjects on the program and 
will be discussed from the fire, marine, 
and casualty viewpoints. Buyers will be 
able to discuss war risks with fellow buy- 
ers and to obtain technical advice from 
representatives of underwriters who will 
be in attendance. The sessions were 
planned under the direction of W. A. 
Sullivan, Manager, Insurance Depart- 
meni, Loose-Wiles Biscuit Company. 

Another subject that the conference 
will consider is directors’ liability insur- 
ance. R. L. Arnheim, Treasurer, Chicago 
Mail Order Company and R. T. Wood, 
Manager, Bank Division, American 
Surety Company, Inc., will discuss this 
subject which has come to the fore as a 
result of recent legislative trends and the 
added responsibility that the times are 
placing on corporation directorates. 


‘Question and Answer’’ Sessions 


In addition to papers on insurance 
problems created by conscription and 
boiler and machinery and use and occu- 
pancy insurance, the Conference will fea- 
ture a question and answer session pre- 
sided over by Ralph H. Blanchard of the 
School of Business, Columbia University, 
during which insurance company tech- 
nical authorities will answer the buyers’ 
questions on: bonding, safety, liability 
insurance, fire insurance, establishing in- 
surable values for adjustment, and hos- 
pitalization and medical care insurance. 


At three round table sessions on Thurs- 
day evening, December 5, there will be 
further discussion of the subjects of 
bonding, safety, and liability insurance. 
A buyer will preside over each of these 
sessions and will be assisted by a technical 
adviser. 








Personnel Meeting Plans 


Now Being Made 


Planning work is now going on for 
the 1941 Personnel Conference, which 
will be held on February 12-13-14 at the 
Palmer House in Chicago. Harold F. 
North, Industrial Relations Manager, 
Swift & Company, Chicago, and Vice 
President of the AMA Personnel Divi- 
sion is arranging the sessions. Members 
who wish to make suggestions for pro- 
gram topics are urged to send their sug- 
gestions either to Mr. North or to the 
AMA's headquarters in New York. 








W. A. SULLIVAN 





Personnel Problems Occupy 
Production Conference 


Manpower problems under today’s con- 
ditions—selection, training, and compen- 
sation—were the subjects of chief interest 
at the AMA Production Conference held 
in Cleveland on Nov. 12 and 13. Dis- 
cussion among the more than 600 produc- 
tion executives who attended the sessions 
indicated that these are the chief difficul- 
ties being encountered at present. 

A poll taken duting the sessions 
oun that few of the companies rep- 
resented at the meeting were still operat- 
ing on a single shift. Virtually all were 
on multiple shift—many on three and 
four shifts. And nearly all reported that 
their principal problem was personnel. 

Perhaps a common experience was that 
of one concern whose representative stated 
that as the company expanded production 
it was forced to increase its supervisory 
force rapidly and drew for this purpose 
upon its most experienced rank and file 
workers. These new foremen in many 
instances were not ready to handle their 
new responsibilities and there were con- 
sequent dislocations. Green workers 
hired to expand worker ranks were not 
equipped for their jobs with the result 
that there were considerable scrap and 
repair losses. An intensive training pro- 
gram, he said, was gradually overcoming 
the company’s difficulties. 








Finance Sessions to Study 
Company Fiscal Problems 
Under Current Conditions 


Plans are now under way for the Con- 
ference of the AMA Division of Finance 
and Accounts which will be held in New 
York City in January and which will at- 
tract hundreds of corporation finance of- 
ficers to discuss current fiscal problems. 

The sessions, which will probably give 
special attention to defense contracts fi- 
nancing and to current tax problems, are 
being planned by a committee working 
under the direction of Ernest F. Rumpf, 
Vice President, Pittsburgh Coal Com- 
pany, and Vice President of the AMA 
Finance Division. The list of topics 
that are being considered for discussion 
is being mailed to AMA members with 
corporate finance responsibilities with the 
request that they indicate their prefer- 
ences and suggest additional topics as 
well as speakers. Other AMA members 
who wish to receive this list may obtain 
it by writing to the Association. 

Topics that have so far been suggested 
are: How Can We Finance Our Defense 
Contracts?; Effect of Events in Canada 
on Financial Operations in this Country ; 
Making Annual Reports More Effective ; 
The Dangers of Inflation; Effects on Fi- 
nancial Management of the Government's 
Current Fiscal Policy; Capital Stock Fi- 
nancing Under Wall Street's Conditions 
Today; The Mounting Load of Govern- 
ment Restrictions on Corporate Policies; 
Current Accounting Concepts. 


Management Review Index 








An index to the various issues of THE 
MANAGEMENT REVIEW that appeared 
during 1939 has recently been compiled 
and sent to all AMA members. This is 
the first index to THE MANAGEMENT 


REVIEW that has been prepared. An 
index to the 1940 issues will appear 
shortly after the first of the year. Mem- 


hers are urged to preserve their copies of 
THE REviEW, for with the aid of these 
indexes they will have ready access to a 
large amount of significant and practical 
management literature. 


(Continued from front page) 


another in an attempt to right the situa- 
tion. The fiasco that followed is now 
history. 

In the live, well-run American trade 
association we see in action the anti- 
thesis of the psychology that brought 
France’s downfall. We, in management, 
look forward to a broadening of the in- 
fluence of these organizations. 


Lb & boda. 


